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CIA/RR FR-17 I11-B S-E-C-R-E-T
(ORR Project 6-~52)

Bummary and Conclusions

Although Natlonalist Chins imported approximately 2 million tons
of petroleum, oil, ond lubriceting oil (POL) in 1947, en historical
analysis of bosic petroleum requirements of the Chinese economy
reveals that much less than this quantity probably will satisfy the
demands of the Chinese Commnist military and eivilian consumers.
China's demand for petroleum appears to be almost totally elastie,
exd the fev inelastic requirements for petroleum produsts do not
eeem t0 bulk lorge in quantity. In fact, the problem of petroleum
consumption in China seems primarily to have hinged oxn the availebility
of supplies of petroleum projucts. ' '

In the period before Jepenese occupation of North China in 1937,
Chine and Menchurie imported POL at the anmusl rate of approximately
900,000 metric tons. The bulk eof this tobtal vas made up of kerosene
end fuel oil. The demand for diesel oil, motor gesolinz, and :
Jubricating oil vas wery lov. During Vorld War I, the Japanese-
cccupied areas of China, Manchuris included, consumed an undetermined
Quantity of POL vhich is estimated to have been no less thon 80,000
metric tons and no moye than 326,000 metric tons per year. The areas
left to unoccupied Chine consumed POL at an spproximote annual rate of
56,000 metric tons. Thus, vartime requirements for all Chins, ‘“nelvaing
the areas occupied by the Japamese, are estimated to have ranged between
136,000 and 400,000 metric tons per year. Much of this POL went t0 the
military effort. Basic civilian requirements for POL in the Japenese-
occupled areas of Chino end Manchuris are presently unknown, end the
civilian consumption of FOL in wnoceupied China was considerebly legs
thag 20 percent of the total POL apd petroleum substitutes availeble.

After the war, primarily becsuse cosl was not availeble,
large quentities of fusl ofl were imported into Chinn. Factors vhich
contributed to the importation ond conmusption of more petroleum products
than had oceurred in any previous period inclufed the reconstruction
efforts of UNRRA, the continmuing strugzle againet the Chinese Conmunista,
the internal attempt by the Chinese Fotionmsliste to rehabilitate the
Chincse economy, snd the policies of the foreign oil coxpanies who brought

¥This report contains information oveilzhle to CIA es of 1 July 1952.

8-E-C-R-E-T
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in mors FOL then wvasn estimated to be required by all cheervern. Toward
1949, however, imports of POL were deslining, evidantly sesking moxe
"normal” levels. Some teshnologicel progrese and mochenizetion did
mcurﬂnringthemmdmamteroracantury, although it is easy
%o exaggarate its extent.

During the retent 3 yoars of Chincae Commnist rule in China,
coansuption of patraleunm products has been detormined by two major
- Tectors: aveilsdility and military requirements oceasicned by the
Chinese Communist entry into the aa var. The elastic eivilian

have buen met from the dsoreassd supplies available in 1050, when
petroleun products from Western scurves were choked off. According to

the latest estimates based an & gualitative rather than & quantitative
anolysis, the Chinese Commmnists heve used betyeen 300,000 and. 850,000
metric toos of POL ennually, depenling on the svallsbility of supplies.
The latter figure is believed to rapresent present requirexents for
‘¢ivilien and military meeds. Approximately 60 percent of this is believed
%o be going directly to support military efforts in Hoves. .

. Approximately 700,000 metrie touns of storage capacity an estimeted to
have becons gvaileble to the Chinese Comunicts by thelr ecanquest of

the mainlspd in 1949, altbough anly 596,000 metric tons o that capacity
Wae in uae in 19:9. This total storsge capacity represents a deeréase

The Commnist victory in 1949 meswt a dieruption of the historis POL
distridution pattern. Formerly, supplies were brought in by ses to the
ocean terminals,prinarily the large port citles, and the products were
then distributed by ship and ragl to inlend consunption points. At the
present time, the major portion of Chins's POL supplies are mowing into
Menchurie by reil over the Trans-Siverien Railread. Although the wolume
of this traffic san only be approximated, it is believed to place o heavy
burden on the espasities of the Tvans-Sidberian rail systen.

1. Inports of Putvolews Products.

Techmologtoal backvardzens, morve than eay other gingle fasctor, accounts
rwmrmmtmmmwatbmprpmarxmpemmmu
in the past. Although Telatively good domestic petroleum reserves axist,
they have not boon daveloped extensively, and, ag late as 1952, China rewains
dependest upan foreign sourees for ite petroleun supply.

® 2w
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Phe import of petrolsum, oil, and lubricating oil (POL) into China
has# been affoctad by the chenging military ami political aceie. Instead
of otesdy tronds in Chisane imports, storags, and distribution patierns,
there have bean chaotic fluctustions, the wegaries of vhich underline
the conclusicn that as a consumer of FOL Ching 18 an emiymso

In 1932, follouing the loes of Mauchurie to Japan, Chineee FOL -
ixgorts hegen to decline. After 1937, when Japen moved into North
China, t-wse lmporis cantimued dowsward. Following the entry of the
US into World Wer II and the resuliing drying up of all pstrojeum
supnliss, Chinese ifmports fell practically to zere. Whern petroleunm
supplies became svailable again in 1946, however, China fmported and
consumed quantitics of FOL fer im excess of any need that snalysis
might have projectéd from jrevar data on laporis and coamwmption.

There has beon no pericd of time, therefore, during the last 35
yosrs that can be deseribed ss "sormel” na far as Chinese isgportation
of petroleum profducts is concerned. '

A. By Year and by Type of Froluct.

- Dmports of petrolsum products by year and by type of product are
connclidated im the following chart.® 1/P% As zsn be ssen from the
product breakiown presented in this chart, ths major patroleum product
imported by Chins in 1925 ves kerosene, yremuzibly used foxr lighting snd
cooking. Im the follaowing 25 years, this situmtion chenged slovly unbil

fuel of), vhich includes diesel oils, exowadod keresene in volums. Thie
. qualitative shift in the type of product consumed cannot, hawever, be

taken too literally as representative of an over-all shift to fuel oil

as & fuel for the Chinese scooday. For years, for lastance, the

Chinesge bave eracked fuel and diesel oile into kerossne gnd residuals in
Irinitive stills in Shenghal end in otber oil-comsuming contexs. In ocue
postvar year alone, one cbesrver estimotad tha2 they cracked imntely
132,000 metric toms of fuel and diesel oils 1 this menner. 27

Over the years, the imports of lubricaiing oil ard motor gasoline
reacined more oonatant than did the fyports of other types of petroleum
products. This fact 1s & styong indication that little pvogress in )
motor transpart has beon made in the last three denades, »8 & consvmer o1
petroleun products, in fect, China 48 still one of the most primitive of
all nations.

a3 -
B-E<C-R-E-T .
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Singe Manchuria was a part of Japen from 1932 to 19k5, the
statistics on Manchurian imports must b» dealt with gepacately.
Imports into Manchuria, before 1932, reached 100,000 metric tons
per years In the 3eyear neriod nreceding Javan's envelooment of North
China, ilanchurian FOL imports ranged from 60,000 %o 158,000 metric
tons per year. In 1940, Japan imported 23L,77L metric tons of
petroleum nroducts and crude oil into Manchuria, 3/

Thus, before 1946, imports of petroleum products into China
and Manchuria rarely exceeded 1 million metric tons per year, and,
for a great number of those years, they fell below this marks

Bs Sources,

Bzfore 19k1, netroleum products came principally from UK, US,
and Japanese sources. In 193L, Japan took aver from foreign com-
petitors the distribution of oll products in Manchuria and, as 1937
sporoached, began to threaten the operations of the K and US com-
panies in China. Before 1937, howsver, Japan succesded in canturing
only sbout 10 percent of the Chinese POL market,

Once the Japanese were established in the major port eities
of China after 1937, the males of US and UK companies fell off greatly,
énd the Nationalist Chinese were foreed to subsist upon uncertain
supplies from the US and its ailies and upon substitute fuels developed
within the economy. :

Following the defeat of the Japanese in the Pacific in 1945,
the restitution of Manchuria to Chinas, and Japen's displacement as an
ol) supplier, POL supplies flooded into China cnce again from prewar
sources, From 1945 to 1949, Standard Vacuum (StanVae), California-
Texas (CalTex), the Asiatic Petroleum Company, and the Chinese
Petiroleum Corporation imported and distribtuted to Chinese consumers
almost all the petroleum products sold in China. The Chinese Petrolaum
Corporation was set w by the Chiness Nationalists to share in the
marketing business which, in prewar years, had been a virtual monopoly
of the three foreign companies, A .

The defeat and removal of the Chiness Nationalists to Formosa
in 1949, and the ensuing embargoes imoosed by Western nations upon the
shipment of strategic materials to the Chinese Commnists 4in 1950,
forced the Commnists to rely on imports from the USSR, to maximize the
use of substitute fusls, and to expedits the development of their
indigenous nroduction in order to obtain supolies of liguid fusls for
their econemy.

SeEeCefi=EeT
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Fortunstely, a precise breskdown by gquantities, types, and
Parte of entry of Chincsme imports of PCL in the prewar aemd postvar
periods is availsble. This informatiod is summarized in Table 1%

- and Teble 2.%% In Table 1, Forth Chins is defined to include the

following ports: %Plentsin, Tedngtan, Chefso, Ch'in-hueng-teo,

. " Lang-k'ou;and Wei-hai-wet. Centyrai China includes Shanghai, Chep-
. Chiang, Banking, ‘Wu-Bu, Chiu-chieng, Henkow, So-chou, Ch'ang-sha,

She-shih, I-ch'ang, Wen-heien, Chungking, Soochow, Hangehow, Ming-po,
and Wenchow. Central Chine includes the Yangtse river ports. South
Chine includes San-tu-so;Foochow, Amoy, Swatow, Canton, Kowloon,
Rung-pei, Chieng-men-chiang, Sen-ghui, Wuchow, Ban-ning, iei-chou
Pei-hat, lung-ching, Meng-tzu, Ssu-meo, and T'eng-yueh. L/ .

: The postwar soryv~of-entry pattern shifted constderably, a
fact t can best be aseribed to the uneven rate at which various
Chinese ports were restored to service. In Table 2, Nortkh China in-
clundee the ports of Ch' in~-huang-tan, Tientsin, and Tsingtao. Central
China ineludes Hankow erd Sharghai, and South China includes Amoy,
Swatow, Canton, Kowloow, Kongmoon, Scochow, Nen-ning, and lei-chou. 5/

Central China in 1936 and 1937 vas the greatest importer of

petroleunm products, when 1t brought in sbout 60 percent of the total,

andShanghaJ.endnanhwnccountedrorBOparoentotthem :
into Chine fn 1946. These facte suggeat that Central Chive has
alvays been the major PUL-conscuming srea of China.

Although
and including 1946, imperts zoomed above 2 million metric tons in 1S4T.
Ta 1948, however, imports began to fall off, and they comtiaued dovn-
waﬁ:odin 5&9, Table 3¢#% gummarizes POL import detadils for the 1947-L9

¥ Fable 1 follews on p. 6.
% Table 2 follows on D. T.
#ae Table 3 follows om p. 8.

«5 -

Lo diE S Qe o
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Pable 1
Inporta of POL into China ‘ny Area
‘ 1936~39
Metric Tons
. Product - ¥orth China Central Chins Seuthk Chine Grand Total
1936 _
Gssoline 14,000 100, 065 32,503 146,568
Fuel and Diegel Of1 15,5_8 1701766 158:085 3&41319
Eerosenc 91,962 212,983 35,368 340,313
- lubricating 011 3,1&2.1 31,153 999 35,573
Total | 124,911 5Ml, 96T 226,955 866,833
Perceat of Anmual
@racd Total - {(1h.4) (59.4) _ {26.2) £100)
l%ﬁo.l’ﬁm ath ol,

' o2 157 56,910 173,943
Fual and Diesel (11 12:71+8~ 2&, 367 o/ 23h:163 531: 278
Kerosene 66,96 77,522 . 47,206 191,780
Iabricating Q1 3,186 28,815 ~ L,ka5 33,426

Tota) | 205,770 484,861 339,796 930,427
Feraent of Anpuol
Grand Total (.t o (s2a) (36.5) (100,0)
1938 ‘
Gasoline _ 10, 260 22,081 95,706 128,047
Fuel and Disssl 041 7,972 71,159 90,98k 170,115
:Keromsene 68,424 60,056 81,615 210,095
Luibricating 011 L, 437 6,703 1,541 12,681
Total ’ 91,003 159,999 269,86 520,938
Percent of Anmial © "
Grand Total - {27.5) (32.0) {51.%. " (200.0)

5 Vootuots to Table 1 follows oa p. 7.
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Inports of POL into China by Aress

1936-39
{Contizued)
Matric Tons
| _. Anzual
Produst Horth Chins Cantrsl China Seuth Ching @Grend Totsl
ino 19,198 . 28,343 60,276 07,81
Puel end Diesel A1 13,570 66,848 53:6238. Lgli:oag
&mns 79,368 36,207 34,058 149,633
ricating OL1 9,28 9,267 607 19,102
Total - 123,36k 140,665 148,50l 410,623
Percent, of Ammal o ‘ -
Grand Betel {30,0) (34.0) {36,0) (100.0J

a. Thic figme vod given ib ths Grigital SOUFCs @8 58,307 metric tons.

Thiz 1z believed 1o Yo im eyrer by 300,000 metrie tons.

1937-1943 liots dsesel ofl Smports for 1937 at 258, 99T metiie

figure vas furnished to the State

tone. same

Departnent by Chinese officiels fn s

Tahle 2
Imparts of FOL into China by Aieas
1946 :
| , .Iuetric Tons
Product Sorth Chine Centrsl China South Chinn Todal
Gasdline 38,803 193,362 3,194 266
Pusl and Diesed 011 2,776 317,256 11,690 331:";15.2
ToGene hz,207 18,607 33,464 224,278
Iubricating 041 o/ . 8,956 - 47,081 - 3,237 . 59,280
Paraffin Vax | 3 4,498 680 5,181
m | 92,745 720,804 83,212 896,810
Percont. aZ Yotal (10.5) (80.0) {9.5)  200.0)
8. Inclufes greaies. -
. - ? -
S-EC-R-E-T
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Pable 3
Isyorts of POL into China
IGHT =49 .

' Prodict . 1047 1948 1949 &/
Gasoline - 407,984 250,706 126,000
Fuel and Diesel 031 - 1,207,140 996,540 Lg7,000
Kerogene 285,581 106,800 56,000
Lubricating 011 b/ . 57,746 14,308 - 21,000
Paraffin Wax 5,712 NoA, NoAo
Asplolt 117,350 o, No Ao
URRRA Impexrts of ‘All Products - ha,345 0 0

Total B 2,023,858 . 1,398,354 790,000

&. Theac totals include greases omly for the year 1947.

b. This colum of figures wes derived by accepting totel imports for 1949
- 28 being equal in value to spproximately one<half that of 1948 and by
~distributing the tobel among the products by the percentege distritmtion

that obtained in 1948, . : ‘ '

At the present time the UESR 1s supplying Chins with almset ali
its requived petroleus. Comsequently, mo firm dote exist cu vhich to basc
estinstes of current imports. o D

II. Storags of Petvoleun Producte by Aves sod by Type of Product.
_ There exe, in ganersi, thras possible types of storage For oil:
{1) ulk storage focilitien for crvde oil, useally located pesr profuction
sources und refining installations; (2) bulk storage facilities for rofined
products, eften found near refineriss, transloading, emd cansuming points;
end (3) varehouse stowsge aress for packogod goode. Of these three tyyes,

Seoncaty. According to the latest available inforsmtion, the farilitiss

for storing erude oil im the fuw Chinese oil fields are of the poorest sort.
Collscting aystams for field cride ofls are also primitive. The storage

of products in the Yuwen oil field refinery srea iv Ksnsu Province vas &
presailng sad unsolved problem as late as Decambar 1942, when the smount

to be stored totaled less than 13,000 metric toms. 7} , '

L8~
S-B-C-B-E-T
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Storsge facilities for lmported products, however, vere adequate

ii-the past. They were built by the foreign oll companies. Once the

. oesan-guing tankers unlosdgd thsir cargoes in the bulk terminal storage
depots located in the Chinesc port eities, ome of tvo things generally
happenad to the petroleum products. They were e¢ither moved to other
inland storage fecilities by railroed tank cars, oil barges, and Junks,
or wvere packaged in camns and bartels to be moved to ccnsumptioa pointe
by moye varisus means of trancportation, including the humsn back.

A. Prewey Pnttem.' ;

Because of their demination over the dlstridbution of petrolum
woduets in Chine, the foreign oil compenies have maintained the most
agecurate historical information on the storage facilities in China.
During World War II, these oil companies furnished the Foreign Operations
Committee of the Petroleum Administration for War with a detailed
13sting of bulk storage facilities by location end by type of product. &/
These data were brought up te date in March 1949 by further compeany re-
lasges on postwar storege to IAC agencies. 9/ Informationm on the storage
of petroleum products in Comsunist China is extremely fraguentary, sltbough
it can bent be egtimated against the basckdrop of tha dsta furnished by
the foreign oi) canpa.niea.

The total prevar facilities for bulk product stwaae in China,
Manchuris, tbe Kwangtung Peninsule (Dairen), and Bong Kong (134,919
setrie toms) egualed 1,025,000 metric tons. 10/ The scatteéred varehouses
used for barrel and drur storsge in thoee same arzas increesed the total
storage cepacity by angther 240,000 métric %oua. ;1_/

Teble 4% lists the ;prewar storage ca.pac:lty of bulk tank end vare-
house packege oil storage facilities by province. 12/

B. Postwar Pattern.

A US Neval Attachd report from Shanghai dated 12 June 14T gave
the totals fcr usable POL tank Storage on the Chinese mainland at ,
approximately 580,000 metric tons. His source was & group of Chinese
Nationalist officlals, whose account reportedly took cogp.:lzame of losses
of tsnke during the var pexdiod. 13/

¥ ﬁle E follows o p. 10..

*
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Prewar Storage Canacities for POl in China
by "rovinece and by Tywe of Storage

Varehouse Canacity ﬁf‘

Bulk "roduct I
Tank Capacity StanVa¢ and CalTex ‘Aslatic Petroleum Coo
Province (Motric Tons) - (Metric Tons) (Square Feel)

Kwangiung 54,779 10,219 Bk, 759
Kwengel 2,49 1,735 18,280
- Fukien 25,055 . 11,649 55,722
Edsngsu 289,916 32,498 116,137
Chekiang 5,435 2,231 30,338
Anhvedi 13,58 b, 702 3k, 063
Kiaagsi 25,597 6 081 Luo, 236
Hupeh ' 159, 465 15,402 106, 812
Banen k7,031 4,438 u9,262
Szechwan 29,675 3,685 . 25,746
Shaxtung - 52,861 9,039 63,5l+6
Hogeh 100,758 13,684 138 687

Chebar 291 . 3,090
Shenei ' 0 473 0
Shansi 22L 241 12, 300
imnen 0 725 | 0
Subtotal @@63 ll:hlll-z ' 811-12' ﬁé
Homg Eong ‘ 135,000 - 27,061 90,360
{Dairen) 56,446 6,660 11,000
Manchusis 26,900 5,582 113,39}

Grond Total 1,025,408 156,46 1,056,737
' (85,734) v/

5 Yoctaotas to Toble 4 fallows on p- 1.

« 10 «
E-E-C-R-E-T

Approved For Release 2007/10/23 : CIA-RDP79-01093A000200020019-5



Sl ReR 0
Approved For Release 2007/10/23 : CIA-RDP79-01093A000200020019-5

Table |

Prewar Storage Capacities for POL in China
: _ by Provines and by Twvne of Storage
e ‘ _ (Continusd) - ‘ : _—

D. Ioorder to reduce the square-foot capacity af these warehouses beionglng
to the Asietie Petroleum Campany %o wetsic-ton capacity, 20 pervent of the

. epproximste 1 millicn square feet of space was allowed for corridors,. offices,
and other spoce wastage. The remeining 800,000 squore feet was mltiplied by
9, & figwre representing assumed stecking height. .This reaulted in a figure
for cubic footege:. 'Fhis vas multiplied by T.5, tha nunber of gsllons of
liguid fuel that normally occupy a cubic foot of space. The remalting 30
million gellons was divided by 350, a comversion factor to reduce petroleum
Products to metric tons. : o - :

25X1

Later information,

_h'im that o1l storege capacity on
the Chimcee mainlend, ineluding Hoog Kong, was almost equal to ite prewar
total; although only sbout three-fourthe of the reported }adllion-ton
capacity was usable. 14/ Exeluding Hopg Kong, Manchuris, and Dedren,
Chincee madnlsnd total storsge cevecity cqualed about 596,000 metric tons,
aceordsing to these oil compony records. Tus, informetion from two
independent sourees coxrcborate the fact that FOL tankege capacity om the

. Chinese mainland in the postwar period was approximately 580,000 to 596,004
metric tone. Since no evidence of later mojor changee in the storege
situstion exists,it may be sseumed thot this range of figurea represents
- the appm:&mte storage eepacity availeble to the Chinese Comwunist

25X1 ‘

_ The latest availsble data on the POL storage situation in Chine
‘;are' givgn in Table. 5;-& 15/ . | _

IYI. Dimibﬁtam of Peix'oa.eun Products.
A. Prever Pattern. . '

The prevar pattern of FOL distribution in Chins is graphically
pregented on the map. &% The map ir a condensation of moxe thaen 200 pages
of text yublizhed by the Enemy 011 Committce during WVorld War II. The
information contained in that report ie the firmest sveiledble, however,
beezuse it rests upon reports mede to that sxandtiee by the foreign oil
companies operating in China. '

As the flow lines on the msp indicate Hong Eoug, Shanghai
Teingtao, Pientain, oud Dairen were the yrxac;m mm’emtmubal parts

T ¥ebi= 5 Tollous o p. 12.
%%  Yollowing p. 38.
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Teble 5
Postwar Storage of POL in Chima by Product and by Ares

Yetzric Tons
Aviation DMotor ' Diegel ‘ napeds Ares
Area Gasoline Gesoline Kerosene. O4l  TFuel 041 _4fied Total
- Taingtao T,822 5,757 6,42 11,606 3,251 208
T4entsin Ares 7,652  17,7T4% 28,570 9,380 0 48,319
subtotal ~ 15,U7h . 23,506 34,982 20,086 3,251 48,567 146,766
Percent of | , 3 . _ - o - -
preafotal . {10.5)  (16:0) © (20) (W.3)  (22)  (33.0) (100.0)
© Cenmtrel Chinn S | ‘
Shanghai 27,168 45,340 61,439 128,809 135,382 15,092
Yangtze Ports 3,543 16,717 31,947 1_)‘":)*08 ' 0 52,426
Subtotal 30,701 62,057 93,386 143,217 5,382 61,518 512,271
Percent ox = , . 4 . ‘ . S
| hrea Totel (6:0) . (12:0) (18.0) (28,0)  (23.0) . (13.0)  (300.0)
Scath China | |
Canton 3,370 89105 13, 545 11,702 3:783 13,453
Subtotal 3310 8305 13,543 1,702 2,763 13,153 52,656
Fereent of . o
Arvea Total {6k} - (a5sh)  (25,7) - 42203) (S02) (25,0) - (100.0)
Grard Totel L9 ,555, 93,668 JALONL 175,905 121,416 129,258  T1,TA3 8/
Verceat of R R |

hrealrmd T4 (,0)  (10.0). (20,0) (2500)  (1%0) (18:0) (10060}

&, Yrom Ol total m3 metric tona of Bioroge cepesity Tepo.ted by the oil
companies, the quantity of storage reporied to be oot in use should be subtracted.
m- sacunted to 115,255 metric tons. Thus, the total evailable storage equaled

about 596,000 metric tons em the Chinese mainland. exclusive of Hong Kcmg9
Mh\n-m, and Dairea.

- 12 -
S-EsC<R-E~T
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of entry for POL. From ¢ach of those mejor ports, tbe products were
transshipped by water or by reilroed teank car end boxcer to sub-
installaticns end eonmuming centers. The majority of oil products moved
inland by vater, and the greatest quantity moved along tie Yangtze River
systen. :

As the mep revesls, however, thare were really four distinet POL
distribution aregs. Manchurias and Korea mede up one arec¢, being under
the contxol of the Japazese. Rorth, Central, and South Ciina vere
isolated from one smother. In other words, the sectionslism of culture,
politics, amd geograghy was reyroduced in the networks of petroleum
woduct distridutiaon. _

£. Yostwer Pattern,

After the Communists took over China in 1949, the pattern of POL
distridbutitn in China changed coapletely. Following the outbrek of
Eorean hostilities and the entry of the Chinese Commniste into that
struggle, petroleum produsts were denied to the Chinese Cowmmnist
eccrioay by the Waestern bloc of nationa. Although small quantities of POL
reached Chipd in 1950 apd 1951 through ¥ong Kong and the Portuguese
colony of Meceo, the stream hed dried to a trickle by early 1952

48 Chins reduced her comsumption and requirements amnd turned to-
‘the TSSR for essential military and civil requirements, a shift from
sea-borne shipments ¢o railrosd iagorts cccuxred. In 0d-1951, oil ves
moving from Deirer to Teingtao at the zate of spproxinately 500 meiric
tons per momth on asall harbor bosta, reversing, thereby, the lmmediste
postwar trend of supplying Dairen from Tsingtac. 1€/ Although some oil
moved to Chinese ports in Soviet Bloc tankers in yericd, it is
believed that the greatest quantities of potroleum moved over the Toens-
Siberian Railreed into Menchuria, Korea, and China. The belief that in
early 1552 supplies moved by rail into Dairen and, themce, into Chine

is supported by mmercus interrogaticns of Koreen nrisoners of war

Iv. Consvmption of Petroleum Products.

In exder to determine the demand pattern for POL in China, 1t is
necaessary to vork ocut the detafls of POL use in Chipa before, during,
snd after World .ar IX. It ie hoped that much em apgroech will offer
at least a partial mutmummzemotmm.mummmbg
the Chinese Cosmunists for eurvent oparation of their econtmy under the
conditions of peace and war. ' _ ‘

Aﬂl‘a«-

5-E-C-B-E-T
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A. Mapehurdo.

, For pursoses of simolification and because Manchuria was
actually separate from Chinso for the majorlity of the years with which
this report is concermed, Manchurin is trested apsrt £rom China.

Before 1932, sltbough the Japenese in Mapcluria were aignificently
moerous, Manchuria ves an integra) part of China. From 1932 until 1945,
Manchuriens vere citizens of the Jopanese Fapire. From 1946 to 1949,
Chincse Cammmnists and Chinspe Nationslists fought for control of that
Brea with victory falling te the Commnists. At the present time,
Manchurie hes become a forvard stsging area for the Chinese Copsminist

military adventure in Korea. '

‘1. Prior to 1932.

Before 1932, Manchuria had a coal-burning econm'.‘ At that
time,- 1ittls POL was needed or used by industry or railroads. Motor
vehieles were not mmerous. These statements sre illustrated in Table &%

enf Teble 7.4 18/ °

Tms, Manchurian Muatrymand. rallrosds consumed apyroximately
4,200 metric tons per year. OFf this total, railrvoads accounted for 88
percent of petrolsum products ct:mmd by these two categories.

) _ Mwmmmmmchmimhmmmcmmumot
gasoline and lulwicating oll by motor vehicles for bhis perisd, the total

quantities of those products cousumed in Menchuris mey be sssumed to have

bean negligible. The mindmum requirements for gasoline, motor oil, and
fuel and diesel oils in Manchuris mey have beon sas low as 10,000 metric
tons per yesr prior to 1932. However, kerosene for domestic lighting
might have increased the ronge of FOL requirements in Manchuris  from
75,000 to 100,000 metric tons per yeer. 19/ o _

2. Jopanese Ocecupation.

From 1932 until 1045 the Japancse deweloped Manchuria as an
integral pert of their azbitious ¥or Esstern Empire and used it as an srea
from vhich to launch offenelves into China. Evidence of the use of
yetroleum fuel during this psricd 1s 80 wesrce that ite wery sbeence
suggests how unimporteat POL vas in Manchuria in these years.

Tabls OM®® pregents the product output of the Mushun Works,
the quly production recarded in Jepanese primary sources. 20/

>*«fable6f'5uwsonp.15.
%% Teble 7 folloews on p. 13.
#8%  Tanle 8§ faollows cu p. J5.

S-E-C-R-E-T
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stle‘- 6
Consumpticn of Fuel by Manchurisn Industry
1933
Metric Tons
. Beavy
Lofustiy Coal _Coke Gasoline Light 011 Kerosene 01l
Toxtile 17,727 8 0 2.1 9.3 )
Metal Gooda 5,068 5,511 1.8 0.7 0. A
Machinery, Rolling o
Stock, and Shipbuilding 40,668 11,929 22 6 2 396
Cement, Brick, and Tile ‘
Kaoufacturing 202,352 17,090 0.7 0 3.8 6
Chemical 114,884 -25,015 0 0 17 ("]
Food Processing 31,06,; . 483 0 0.9 6 0
Ratursl @as ‘
Saw Nills and _
Woodworking 376 6 0 0 043 0
Printing end
Bookmaking 2,812 30 0.9 0 0.9 0
Miscellancous - h,013 39 0.7 0 0.5 - 0.3
Total 429,487 - 67,148 26.1 2.1 39:8 Lo2.7
| Table 7
Censusption of POL by Manchurisn Railrcads
164041 ‘
_ netric Tong
Type of POL 1940 19k
Steam Cylinder 01l 1,013 1,037
Alﬂ.e 03.]. ) 1’ al? 3-,773
Iubricating O31 93 To
Urease 13
Totad 3,767 3,702
- 15 -
SeB-C-R-E-T
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Teble 8
Shale 041 Producticn of the Fushun Werks
TS ENN
Metric Tons
Aviation Motar | .

Fear Gasoline Gasoline Gasoll Diesel Juel Total
1941 155 . 10,022 - 3,898 28,518 83,639 126,232
1942 132 9,699 5,064 124,162 0 139,057
1943 51 k,189 - 95T 37,142 0 30,959

19%% 0 2,857 3,698 &, 553 0 . 71,108

Ir the totals listed sbove ure taken a3 equivalent to comsumption
in Manchuria in the period of Japanese oscupaticm, it will be noticed that
conmuption fell off considerably. Raslc reguirements in the period
immediately preceding the Japarese occunation, however, seem 0 have been
quite low, so that the decrease from 12¢,000 metric toms to 71,000 matrie
tons is plausidble. It should also be pointed out that between 1941 end
(1944 an undetermined amount of the oil moduced in Memelmria was zowed
‘{nto Chine to be used by the Jepanese forces engaged in subduing Chins.
Although the average drop in POL production end comsumption wes 46 per-
cent in this peried, ccel comsumption in Manchuria increased 20 peroent. 21/
This correlative increese in cosl consumption, accomponying the POL
production deelive, suggests that widespread subgtitutioms of fuels within
the eccnomy eccuvred. '

3. Postveyr.

At the pregent time:, knowledge of postusr developments in
Harchuria is extremely sketeby. All that can be done for the postwar
pezicd in Manchuria is to estedlish & roeszonsble range of requirements
vhich do not contradict what is known about PCL requirements in Nanchurie
before 1946. CQoe resuls of the postwer strigping of the Japansse oil
instellations in Manchuris by the USSR mey hawe been $o cut bsck the
supplies availeshle to the ecancmy to as little as 40,000 metric tone in
the imrediste postwar peried. Ey 1949, howewer, requirements may have
reached the prevar sversge of 100,000 metric tans. In 1952, military
requirenents alone may have reached 500,000 to 600,000 mstric tons. 22/
Thus, the average yearly regiiremeat for POL in Menchuride prior to the
Eorean war may have follen betucen 40,000 amd 100,000 metric tons per
year. : .
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B. China.

1. Prior to 1937.

Like Manchuris, the Chinese €conomy wes coal burning in the
prevar years. Kerosene for domestic lighting, cooking, and heating.
bulked lergest as the petroleum product most in demand in prewar China.
The demard for lubricating oil and gasoline wes small, reflecting the
amall nunber of motor vehicles and the backwardness of Chinese

industrialization.

It chould also be emphasized at thie point that not all
the oil products imported by the foreign oil companies were consumed by
the Chinese. In fact, & significant percentege of imported POL wes
consumed in this period by foreigners living in the foreign settlements
end missions. They owned a large number of China's sutomoblles, and
their demende for POL for hesting and lighting were great. In 1935,
for instance, approximately 100,000 forsigners resided in China.
Shapghel alone contedned 39,000. If the 1937 per capite POL consumption
for US residents of sbout ) metric ton per person is applied to foreign
residents of Chins, in the absaence of any better data, then epproximastely
100,000 metric tons moy have been consumed by foreigners in 1937. 23/
This estimate means that POL consumption by the Chinese nationals alone
would have been considerably lower than import figures indicate. Since
no better statistical support for consumption by foreigners exists, this
distinction is not made in this report for the period prior to 1937.
Consumption by other categories in China is detailed in the following
Bections.

a. Transportation.

(1) Railrosds.

A study of Chinese railrosds made by the Japanese
prior to their invasicn of China reveals how much POL was used by those
railrozds in the pre-l937 period. According to the Jepenecse study, a
total of only 9,500 metric tons was needed for the annual operation of
the Chinese railrosds between 1931 amd 1934. The breakdown by type of
product used and rate of constmvbion Per locomotive mile is given in
Teble 9.% 24/

The average size of the Chinese locomotive park
between 1931 and 193L4 was 1,195 locomotives. The distence traveled per
locamotive per year averaged 26,533 miles. Thus, the total average number

¥ Teble 9 follows on p. 18.

?
5
L

=
€
o]
&=
=3

1¢7]

!

Approved For Release 2007/10/23 : CIA-RDP79-01093A000200020019-5



Approved For Release 2007/10/23 : CIA-RDP79-01093A000200020019-5

S-E-C-R-E-T
Table 9
Conemmption of POL by Chinese Rallroeds
1931-34
Cylinder O1l Machine Oil Axle Grease
Year (Kuogama } per Milei (KE{lograms per Mile) {(Kilogrems per Axla)
3931 0.0822 0.226 5.08
1932 0.0768 0.198 .28
1934 0.0798 0.20L 6.80
Average 0.081.2 0.2105 5.71

of miles traveled by all locomotives in an evergge year during this period
was 31,706,935 miles. 25/ Applying this average figure to the consumption
fagtors listed in Taeble 9, the quantity of POL consumed by Chinese rail-
rosds in metric tons vas as follows: coylinder oil, 2,537; machine oil,
6,658; grease, 420%; moking a total of 9,62L.

(2) Mctor Vehicles.

Motor vehieles were, for the most part, limited to

_and other large eities in prevor China. It hes been estimated
that in 1936 there were only 37,700 motor vehicles of all types in
Chine. 26/ Xuports of gasoline for that year toteled 146,568 metrie
tons . 2{/ Allowing a S5-percent loss between ocean terminal and vehiculexr
consumption, approximstely 140,000 metric tons of motor gesoline were evaileble
to consurption by motor vehieles in China in this period. Tsking into
account such miscellanecus uses of motor gasoline as mmning stationary
motors, motor gagsoline consumption may have ranged from 100,000 to
150,000 metric tems, or from 3 to L metric tons per vehicle per year.

(3) shipping.

Most of the Chinese inland water and coastal
sh:l.ppin.g was in foreign hands before 1937, and, in addition, most of it

¥ e figure for grease consunption was reached by mltiplying the nunber
of locomoiives, passenger cars, and freight ears by the nunber of axles (&)
and by 5.77 kilograms, the average factor for greese consumption per axle
per year. .

- 18 -
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wes coal burning. 28/ Some lubricating oil was needed, but the amount can
bDe considered to have been negligible. The lubricating oil reguirement
for this period should not have exceeded 5 »000 metric tons, although

it should be emphasized that this figure is only e gusss.

The various means of transportation in Chine, there-

fore, accounted for between 115,000 and 155,000 metric tons of POL at
standards of operation that fell well below Western standarda.

b. Industry.
It might be expected that industry would be the other

‘mejor consuming sactor of the Chinese economy in the pericd under study.

Industry, however, ineluding thermal electric power stations, conmmed
at an annuel rate of less than 20,000 metric tons of petroleum products
before 1937. All Chinese industry, in fact, consumed petroleunm products
at the approximete rate of only 63 metric tons per day. Three hundred
working days per year for all industries sre sssumed in Table 10.# The
data on which the teble is besed are taken from ceptured Japanese.
statistics on Chinese industrial fuel requirements. 29/

c. Domestic Hesting, Cooking, and Lighting.

Transportation and industry requived less than 200,000
metric tons of POL in the period before 1937. ¥he balasnce of POL not
uged by those sectors of the economy may, therefore, arbitrarily be
aspigned to the category of domestie heating, cooking, end lighting.
this category of POL consumption is the most difficult to pin down and,
at the same time, is the area of consumption in which the greatest cut~
backs can be made in time of emergency or in the event of a decrease in
supplies. To quantify these varistions historically is difficult; that
the variations existed and that there were extreme fluctuetione is borne
out by testimony from meny different sources.

One method by vhich to estimate the amount of POL aveilable

to consumption by the domestic sector of the Chinese econony 1s to work
from the imports for 1936. These imports toteled 866,833 metric toms.
Subtracting 5 percent for losses, 823,492 metric tons of POL were availsble
to consumplicn. BSubtreacting from that total the range of requrements by
transportetion end industry of 135,000 to 175,000 metric tons, the
quantity available to domestic heeting, cooking, and lighting ranged
between 648,492 and 688,492 metric toms. One rough crose-check on these

¥ Tgbls 10 Follows on P. 20.
- 19 -
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Table 10
Consumption of Fuel Oil by Chinese Industries a/
1935
dndustry Metric Tons Percent
Saw Mills and Csbinet Manufacturing 31 0.17
Furniture Manufacturing L 0.02
Metallurgical - 48 0.26
Machinery and Metal Goods Manufasturing 580 3.15
Transportation Equipment Monufecturing 361 1.96
- Pile, Cement, Pottery, and Related

Product Manufacturing 933 5.06
Poxtile 7,105 37.72
Power Plents 1,659 9.01
Chemteal _ 853 2.32
Germent Manufacturing 63 0.34

Ieather and Rubber 8oods Manufacturing ‘ 289 1.6
Food, Processing 5,817 31.68

Paper Mills and Printing 1,169 6.5
- Ornament end Instrument Manufacturing 31 0.17

Others T2 0.4
Totald. 19,015 100.00

a. 300-day operation Per year sesumed.

figuree is possible. If the figures listed for the impor’: of lazp o1l and
fuel oil given in Pable 1 on vege 6 are sdded, and if it ic agsumed that
most of thées two products went to various domestic uses, the total of

135,000 metric tons. It mist be recalled, however, that no losses were
subtrected from the 684,692-metric-ton totol. If this 5-percent loss fantor
is subtracted, a total of 650,368 metric tens 1is reached, e Pigure whieh
closely egrees with the assumption of 175,000 metric tons consumed by
trensportation snd industry. Por convenience » and recognizing the Poasibility
of & substantial margin of error, the figure for domestic heating and

lighting is rounded off to 650,000 metric tons. :

“ 20
S-E-C-R-E-T
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2. Hertime.
a. Japansse Ggcupation.

- In the years immediately prior to the entry of the US
into waxr iIn the Pacific, the most reliable evidence of the amounts of
liquid fuel consumed in the aress of North, Central, end South China
under Japanese occupetion consists of import statistics from Japanese
statistical sources. Just what proportion of those imports vere
ticketed for Jopanese militery and governmental consumption, hovever,
A5 not known. '

In 1938 (see Table 1), total POL imports into China
reached 500,000 netric tons. This figure allows for the various losses
before consumptlon. In 1939, the lash prever year for which any firm
data ere avaeilsble, the amount of POL imported fell below 400,000 ‘
metric tons. If the rate of decreese im assumed to have been constant
for 1940 and 1941, in the sbpence of any other data, imports may bave
fallen as low as 200,000 motric tons.

Although, the evidence is not abgolutely clear, require-
mapts in China msy have fallen to extremely low levels in the next 3
yeaxrs. According to evidence collected from responsible Japanese
officiels interrogated afer World War II, the forvard aress in China
recedved 36,000 metric tons of POL in 1942, 30,000 metrie tons in 1943,
, 804 10,000 metric tons in 1944. 30/ POL requirements in Jeapancse=
oecupied Chine and Manchuria are ‘shown in Tsble 11. '

Teble 11

Total Réquiremexrts for POL in Jepanese-Oecupied China and Mchin-.ta
. 19h1-bt - L
Year Chines, ‘ Menchuria " otal
1941, 200, 000 126,232 326,232
1gh2 36,000 . 139,057 175,057
1943 30,000 50,959 80,959
Jp Lo 10,000 71,108 - 81,108
- 21 -
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h. Na.tiona.list Chine.

in 'bhose areas under Chinese Batlonalist control
during World Var II, coneumption of POL fell off +o0 practically nothing.

The information on fuel allocation given in Table 12¢
was colleeted from official Chinese sourges during the war and represents
the fuel allocation schedule of the Chinese Netionalist forces. It was
- 4n effect at the time of the completion of the Burma Road, vhen the '
Fationalists, fighting alongside the Chinese Commnists, had taken the
offensive ageinst the Japenese. It is significant, however, that very
. Pew of the major oilsconsuming centers were in Chinese hands et thet
time. This schedule, it should be noted, includes milliary needs. It
should be especielly noticed that vhen military and governmentel
organization allotmente were subiracted from the total, little was left
to be distribvuted to Chinepe civilian consumers. Totel civilien con-~
sumption in Natlonalist China, according to this information, reanhed
only about 6,300 metric tons in 1945, 32/

C. Tota.l.

If the foregoing etridence and egtimates are accepted,
the eivilian and militery requirements of Jepanese-occupled Manchurie,

‘Japanese-occupied China, and E@ational:l.st China renged from 136,000 to

. hoo 000 metric tons. 33/

: Thet this range of consunption requirements is within
reasorn mey be illustrated by anslogy with cutbacks imposed by the
Jepanese in their home islands. Civillsn consumption of petroleum
products in Japan wes cut back by 78 percent between 1940 and 19hk. 34/

" If it 15 assumed that the Japanese cut back eivilimn consumption by
at leest this same amount in the areas under their control, then
civilian requirements in Chins epd Manchuria would have totaled sbout
198,000 metrie tons. (900,000 X 78 percent equals 702,000, or
198,000 metric tons availeble to civil consumpbion.) ‘This figure, it
will bte noticed; falls within the range of 136,000 to 400,000 metrie-
tons -- & range, S.ncidentauy ‘which includes military requirements of
t.he Ja,pamse end Chinese on the mainlend.

By two different methods, then, :I.t has been shmm that
eivilian POL consumption in China and Manchuria durins WOrld Var II
may have heen sbout 200,000 metric tons.

* Ta‘n]_.e 12 foJ,_lws on p.23.
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wgiven as 37,29k % 2 197,588, Thmue, 18,654 wetric Sons is wnacoounted for. This way have found iia way inte the black mariet. I muss alse
oe remembered that o thess mounts should bé e dded POL sosing over the durma Read. 3¥C gsllens par metric tom i used ar e conversion fector.
Tt must be emphesized, however, Lhat the area over whiel the sbove quantities of petroleun prodicta wem digtrituted was su_'.m don compared to the
tersitorial extent of Communis® China today. The Natlosalists had baen squsssed inte Ssuthwsat Chins and isolated back districta.
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3, Postwar (Including Manchuria)s

" In the immediate nostwar y ars in China, the 0 demand
was quite chaotic. Coal supnlies had not begun to flow hack to the
bvoilers of Chinese indusiry, and mass convarsions to fuel oll as a
substitute fvel werc so common that the Chipese Nationalist government
was forced to forbid fu ‘ther conversions in the economy in 1948, 3
Imports of "OL ranged frem 800,000 metric tons to more than 2 million
metric tons in this veriod, although by 19h9, when the Commumists seized 25X1
China, POL imnorts had fsllen o: f conaiderably. :

In the postwar as in the prewar period, foreigners ecutinued

to consume considershble quentities of POL. According to estimates 25X1
American households used fuel
o or hea & rate o metric tone per household per year. k17

In 1947 there were epproximately 30,000 forelgmers in Shanghed. -If only .
5,000 separate households were maintained by these 30,000 residents, then

50,000 metric tons of fuel oil for domestic heating would have been re-

quired. Unfortunately, the evidence for firm estimates of foreign
requirements of POL is not evailable et this time, and, consequently,
only quaelitative date may be cited. Another China hand who worked for a
US oil compsny in Shanghai reported thet electric power was so expensive
in the 1946-49 period that people found it expedient to use kerosene
for lighting in Shenghal end thet the 1arge.ca.fés and nighiclubs catering
to foreigners as well as the apsrtmenti houses in which many of these '

seme foreigners lived converta to fuel oil for heating.- 3o/ ] 25X1
\ | 01l wes universselly used by forelen residents
of Shenghal snd other major Chinese cities because they insisted on 25X1

comfort and they could afford to pay the prices demanded for the fuel.
Total anmual requirements of petroleum products for forelgn groupe in China

¥ Toole 13 follows on p. 25.
' - 21} -
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Table 13

Aveal Pattern of Domestic Consumption
of Petroleum Products in Chine

AT
Metric Tons &
Motor . Diesel end Iubriceting Axes, Percent of
Area Ges Keroseme ' Fuel O11 .. _.Oils Total &/ Potal

Shanghei  136,8i0 132,252 864,000 12,000 1,125,092 78
Nanking 23,950 101,017 9,600 g-n 134,591 9
Hankow 27,107 R.A. 6,000 N.A. - 23,107 2
Chungking . 10,000 ¢/ 5,000 ¢/ 4,860 o/ 120 ¢/ 20,000 &/ 1
Ppingtao 17,107 | 12,000 —  N.A. 120 29,227 .- 2
Tientsin 23,950 N.A. 6,000 180 30,130 2
Canton AT,107 H.A. - 60,000 - 60 'r(, 167 5

Product,
‘Potel - 26,001 061 230,269 950,480 12,504 _&__32,3__ 8

a. Conversion fa.ctor, all productsz 8.3 barrels/metric ton.

b. With the exception of Chungling consumption, the other figures sare derived from

US Army figures. 39/
¢. Arbitrarily aJ.loca.bed.
4. This figure derived from American Conmlate report of 1948 POL sales in

Chungking. o/

in the postwar period, therefore, may have ranged between 50,000 snd 250,000
metyic tons. l+_.‘_L/ The Chinese Communists reduced this category of POL consumption
following their vietory in 1949 by expelling foreigners from the country, by
strict rationing systems, and by sociel pressures that encoursged all residents
in China to avoid identifying themselves with the cepitalist class.

o. Transportation.

(1) Railroads.

Prewar consgunption of POL by Chinese and Menchurien reil-
roede 'totaled approximately 13,500 metric tons. In that period the average
‘equaled sbout 99 million metric tons.
this quantity of haulege wes equaled : - b2/

Asguming a conetant copsumption ratio, Chinese and Menchurian railrcads agein
consumed 13,500 metric tons in 1950. At the present time, according to meny
reports, advice by Soviet reillway personnel ia 1mpruv:1ng the efficiency of the
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Chinese railroed system. Room for improvement exists as moy be
demonstreted by the feet that in the prewar years Chinese railrosds

- comsumed three times more oil and grease then did the Manchurien roads
under Japenese supervision, although the Menchurian rosds hauled twice
as much freight. Because of this inereasing efficiency, consumption
of POL by Chinese railroads is held constent through 1953, slthough
tonnage houled end kilometers traveled may increase. ‘

(2) Motor Vehicles.

The total nunber of motor vehicles in the Chinese
motor park inereesed to 57,681 in the postwar period, and the composition
of the perk changed comeidersbly. The prewar motor perk included an ,
overvhelming number of paseenger motor cars; the postwer park caneisted
mostly of motor trucks. According to statistics compiled by the Economic
Commigssion for Asia and the Per East, a subcommittes of the United
Netions Economic and Social Council.in 1947, trucks numbered 37,287;
wotor cars, 16,071; and buses, 4,323. 43/ '

. Inports of gasoline, naphtha, and benzine totaled
266,359 metric tome in 1946. Subtracting the 5-percent loss figure,
the tota) emount of POL aveileble to consumption by motor vebicles apd
- aireraft in China in 1946 would have equaled 253,04). metric tons. If 3
metric tons per vehicle per year 1s taken as the consunption fector for
motor vehicles in the postwar peried, then 173,043 metyic tons of gasoline
were consumed. Iff 4 metric tons ie taken as the factor, then 230,724
metric tons of gesoline were used. The factors renging between 3 and L
metric tous are derived from known data in the rewvar years and used in
this postwar period to esteblish the range of consumption. At the 3-tom
consumption rate 79,998 metric tons would have been left to ailreraft
consunption; at the L-ton rete, 22,317 metric tons would have remained. bl /

. Although 1t should be expected that the motor park
would decrease in this period because of normal attrition, lack of parts,
Poor service, end bad roads, stetistics to detail this decrease do not
exist. In the sbsence of any statistics, the number of motor vehicles.
is believed to have been constent for the yeers 1946-49, and the consumption
rate per vehicle 1s varied as the known gesoline lrports were increased.
For instence, in 1947, vwhen gasoline imports soared to & record high of
407,984 matric tons before losses, the combined factors of decreesing
efficiency of the aging vehicles end increased ussge may have ineresged
the consumption rate per vehicle by as much es 2 additional metric tons.
Thus, the Chinese motor fleet may have uged betwsen 230,724 and 346,086
metric tous of gasoline in 1947. If 5 metric tous per vehicle 1s used as
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tbe consumption factor for 1947, 288,405 metric tone were used, and &
balance efter losses of 99,180 metriec tons remained for consumption by
eivil and militery aviation. 45/

In 1948, 238,171 metric tome of gesoline were
avelleble to motor vehicle and aircraft comsumption. 46/ I, in the face
of such o decreage in importe, it is assumed that the consumption factor
per vehicle fell back to the 1946 factor of 3 metric tons per wehicle
Per yesr, then approximately 173,043 metric tons of gasoline were consumed
by the motor park, end 65,128 metrie tons remained to be consumed by civil
end military aviation. ' :

 In 1949 the derived value of POL imports into China
suggests that total imports of POL equaled approximately one-half the
total imports for 1948. 47/ Thus 700,000 metric tons may be essumed, to
heve entered China during 1949. Using the percentage ratio between im-
ported products for 1948, gesoline imports would have approximated

fuels and fuel-burning devices 4n the economy. Iy it is assumed thot 70
pereent of the gasoline was burned by moter vehicles, then only 88,200
metric tons of gasoline were burned by the Chinsge motor park in 1649.
The balance of 37,800 metric tons of gasoline mey be assumed to have been

burned by aireraft or by motor launcheg.

Lubricating oil requirements for Chinesa_ vehicies,
like gasoline requirements, were high in the posewar period. According
to statistics released by the United Nations, the ratio between
lubricating oil and gasoline consumption by motor vehicles was approximately
10 pereent. 48/ Uming this am g basis for calculation, Chinese wehicles
required 17,304 rmetric toms in 1946, 26,840 metric toms in igkt, 17,304
metric tone in 1948, and 8,820 metric toms in 1949. The consumption of
gasoline and lubricating oil by motor vehicles in China from 1946 to 1949
is pummerized in Toble 1h.%

It should be emphesized, however, that motor

- vehiele consumption of POIL in Chins in the postwer years represents an
extraordinery situstion. From 1946 to 1949, supplies of gesoline and
lubricating oil, es well as other petroleum products, kept pace with demand
for the first time in many yeers. In eddition to this fact, it shouwld be
Pointed out that in this Period Nationalist Chine was busily engeged in re-

G A mee mm s e
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Table 14

Egtimated Consumptiqn of Gesoline
and Iubricating 01l in China

1946-49
) Metric Tons
Commodity 1946 1047 1948 1949
Gasoline 173,043 288,405 173,043 88, 200
Dibricating 041 17,304 28,840 17,30k 8,820
Toted 190,347 317,245 190,347 97,020

expected to heve exceeded "mormsl" Chinese reQuirements.

Pollowing the Conmmnist victary in late 1949, the
Chinese Communist military not only took over China's motor vehicles but
claimed first cell on =ll supplies of gasoline. Industrial use received
second priority; commnications, third prioritysand government use,
fourth priority. According to a Chinese Communist order,

. " +.. the MAR (Major Administrative Reglons) shall
lead various govermmental ggencleg, troops, end
public and private enterprises in exeroising strict
economy in the use of gasoline, shall.promote the
use of substitutes insofer as bossible, and shall
sncoursge the use of men end anim 1 bover for short-
haul transport ... ." Lo/

! During the brief pericd of lov Bupply, before gasoline
and other olls begen to flow regulorly from the USSR, gesoline retioning
for motor vehicles in Shanghai was rather extreme. Table 15% lists the
gasoline rationing schedule for motor vehicles for mid-1951..50/

Dependent upon the volume of gosoline and lubricating
oil availasble in 1952, Chinese Commmnigt requiremente mey range from
120,000 to 200,000 metrie tons. The cholce bettwesn these figures depends
upon the evidence concerning the use of motor vehicles, the size of the
motoxr park, the make-up of thaet berk, and the extent of fuel substitution
in the economy.

. ¥ §hie 15 Zollows on D. 29,
- 23’ -
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Table 15

Gasoline Rationing Schedule for Motor Vehicles

in Shanghai
Mid-1G51
Zalloms per Month
Type of Vehicle Quantity o

Private Car, Small ' 11.5
Private Car, Small 9.0
Privete Car, Small 7.0
Busineas Cor, Small 13.0
Private Cer, Lorge 22.0
Private Car, large 19.0
Private Car, Large 17.5
Busincss Car, Large 22.0
Motorcyele 2.5
Bicyele with Trailer 1.5

(3) Militery end Civil Aviation.

The other major gasoline and lubricating oil comnsumexr
in Chine in the postwar period wes military end civil aviation. In the
1946-49 pericd, the Chinese eivilian airlines boasted of approximately
70 first-live twin-engined alrcraft. these 25X1
craft averaged flights of 428 miles 65-dey year .
Lt 8 cruising speed of 160 miles per bour, they were in the air approximately
3 hours each. At a consumption rate of 92 gallons per hour, they used
approximately 17,000 metric tons of gasoline, and, ellowing 10 perecent
for lubriceting o1}, & total of 15,700 metric tons of gesoline and
lubricating oil. 51/

Since deta on the Chinese Nationalist militery adr
force consumption for this period sre unsvallable, evidence on its
present Formosan requirements is used to derive its consumption re-
quirements for the immediate postwar pericd. In early 1952 it wer
reported that the Chinese Wationalis? air foree on Formosa was usinm .
gasoline at the rate of 42,000 barrels per month and iubricating oil ah
3,000 barrels per month. It was expected thot gasoline requirements would
increese to 96,000 barrels monthly toward the end of 1953. Converted t¢
metric tons per yesr, the consumption of the Chinese Nationallst ailr force
rangaed from 50,000 to 85,000 metric tons per year for gasoline snd 6,000

-29 -
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to 8,500 metric tons per year for ubricating oil. ge/

Totaling the conswrption of clivil svistion and the
range of air force requirements, ‘the consumpbion regquiremente of Chinese
Patiemalist avistion in the 1946-49 period may have fallen between
85,000 erd 112,000 metric tons of gasoline and lubricating oil. ©Of these
totals, gasoline egualed 77,000 to 102,900 metric tons.

Although the Chinese Communists have had to build up
en air force from nothing in the 1949-52 period, the present consumption
requivements of that air forece sreestimated by ¢-2, Depertment of the
Army, to sppreximate 110,000 metric tene per year. 53/ This estimete,
dependent, of course, upon the number of ajrcreft in the Chinese Communist
eir fovee, is within the range of possibility. : :

(b) Shipping.

- : (ne significant result of World Wer II for China
was the accumilation of e motorized merchant marine and inland river
fleet. By late 1949, the Chinese Nationalist merchent imerine totaled

155 oil-turning vessels whose daily consumption of fuel oil averaged 15
metric tous per vessel. 54/ Assuming & yearly rate of usage of 200 daye,
the total oil required to operate all the vessels of the fleet in 1949
would h.ve equeled 465,000 metric tons. Since the 155 vessels had a groes
registered tonnage of 549,712 tons, the yaarly consumption rate pexr gross
registered ton (GRT) was 0.85 metric ton, and the ratioc of oil-burning

" ghips to coal-fired shlps was 65 percent. This celculation gives a
factor which may be applied to the data on GRT for the individual years
between 1946 and 1949.

Approximately 300,000 GRT of the projected 400, 0O0-CRT
river fleet planned by the Chinese Nationaliste in the postvar period wera
to have been oil burning. If the consunption factor for merchant shipping
1s divided by almost half on the basis of smeller size end unit weights
for river ships end a resulting smaller consumption rate, then 0.4 metric
ton of oil per GRT per year might have been consumed by inlend shipping
craft. Tais would equal sbout 120,000 metric tons. An arbitrarily
assigred consumption rate of 0.001 barrel of lubricating oll per &T
per dsy glves a percentage ratio of lubricating oil to total fuel oil
consunption of ebout 6 percent, & figure that falls within a reasonshle
renge. Tails lubriceting oil consumption factor is applled to the GRT of
merchent and inland shipping for each of the years 1946-49 end is included.
in the grand total of POL required by Chinese Nationalist shipping for
that period.

' The oil~burning tonnage of the inland river fleet is
known to have approximated 95,000 GRT in 1946, Anplying the consumntion factor
- 30 =
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of 0.4 metric ton per GRT per year, the total consumed at optimum
operation would hove been 38,000 metric tons of fuel and dlesel oll. The
consumption of the merchant fleet {derived by 339,190 GRT oil-burning
ships X 0.8% metri ton) vas sbout 288,000 metric tons. The consumption
of the inland river flset and the merchant fleet may h.ve reached as
much ag 345,560 metric tons ineluding lubricating oil. Because Chinese
Nationalist shipping was notoriously inefficient, it mey be assumed that
20 percernt of the total GRT was inoperative at eny one time, and, there~
fore, the totel consumption of POL would have been 276,448 metric tons.

" Tmports of fuel and diesel oils in 1946 equaled 331,712 metric tons
{see T.ble 2). The figure, 276,448 metric toms, falls well within this

total, erd this foet suggests that estimates for shipping consumption
for 1946 may have a relatively high degree of validity.

In 1947, inland river shipping may have totaled
165,000 GRT of oil-burning vessels, and their consumpiion may have
reached 66,000 metric tons of POL. The merchent marine increased to
epproximetely 445,000 GRT and consumed sbout 379,000 metric tous of
liquid fuel. The total of 415,000 metric tons of POL thus consumed by
inland river end merchant shipping in 1947 would have requived 26,700
metric tons of lubricating oll, equaling & grend total of 472,000 metric
tone of POL. If, hovever, this figure is adjusted to allow for the 20
percent cf the fleet vhich is irnoperative, then sbout 377,000 metric toms
of fuel end lubricating olls would have been upsed by Chinese Nationalist
shipping in 1647. Since imports of liquid fuel totaled more then 1
nillion metric tons in that year, this figure may be low,

Calculations for POL consumption for the years 1948
and 1949 vere made in the same vay as those above, and the results are
summarized in Table 16.%

In mid-1951 the Chinese Comymnists had a merchant
fleat of ebout 500,000 GRT, 7O percent of vhich was oil burning. 5
Applying the factor used for celculeting POL requirements of the se

‘Fationolishs in the 1946-49 period, end assuning optimum operation, this

fleat would require approximately 300,000 metriec tons of POL annually.

The inland river fleet would need approximataly 120,000 metric tons if 1t
moy be safely assumed that the Chinese Communists took over the majority
of the inlsnd river fleet intact from the Nationslists. Such a counsumption
rate wouwld require about 25,000 metric tons of lubriceting oil. Thus
gbout 450,000 metric tons of POL would sustain Communist shipping at the
-level of operation reached by the Chinese Nationalists in the 194649
period. However, intelligence reports suggest that operation has fallen
far below that level, although assumptions of percentages must, at the
present stete of kunowledge, be completely srbitrary. Substitutions of coal-
burning vessels for oil-burning vessele in inland and coastal waters would

¥ Pable 16 follows on p. 32.
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Teble 16
Consumption of POL by Chinsee Rationalist Shipping
1946-49
Metric Tons’
POL \
Inlend Merchant Labricating Adjuste
Year River Vessels 01l Total _Total
1946 38,000 = 288,000 19,560 276,448 345,560
2947 66,000 379,000 26,700 377,600 472,000 g/
1948 ok, 000 485,000 - 35,000 491,200 614,000 &/
1949 120,000 465,000 35,000 496,000 620,000 &/

a. Thesc totals were downgreded by 20 percent to allow for the
estimated level of operation of Chinese Rationalist shipping.

aleo affeet the total of POL used by vatercraft in Commnist Chinsa.
Strategic interdiction in the event of an outbreak of hostilities could
cut POL requirements for Chinese Commmist shipping practically to zere.
It is believed, however, that the percentege of ships inoperative at
sy one time is much higher under the Commnists than it was under the
NMationaliste. In fact, it might be as high as 60 perecent. If so,
Chinege Communist POL requirements after 1950 may have been &t an anmual
rate as low os 180,000 metric tons.

b. Xodustry.

Consunmption of PCL by Chinese industriee in postvar
Chins, moy be estimnted in two vays: (1) from & multitude of sources
from which e fragmemtery picturc of consumption may be drawn; (2) by
extrapolating from the consumption rates of industry in prevar Chins and
elloving for an increase in the muiber of plaonts. In the second method,
it 18 assumed that the tremendous inerease in absolute numbers of plants
was an acroes-the-board industrial expansion and that preveiling conditions
during that expension (such as war) precluded a widespread conversion to
oil-burning equipment. In other words, the second method holds consumption
- by type of infustry constaunt, while msking adjustments for the greater nuuber
of industrial establishments.

Sca.ttered consumption statistics by industry, originating
from Chirese source materials for the period 1946-4k9, are sumarized in

- 32 -
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in Tsble 17. 56/ Although these data pertain only to Shanghal, they mav -
ve taken as roughly equivalent to Chima-vide requirements by industry
beecause Shenghol was the industrial center of China in the postwar perlod.

Teble 17
Industrial Consumption of POL In Shanghoi
. 194649
- Metric Tons
Industry Diesel Of1 Fuel 011  Kerosene _ Total
Privete Electric Power :
Plants 10,000 360,000 &/ - 370,000
Cement: 48,000 48,000
Ensmeling 9,600 9,600
Paper 48,000 48,000
Miscelleneous . €0, 320 60,320
' 73,643 73,603
Total 67,600 408, 000 73,643 549,243 b/

2. This figure fell to zero after 1GuL0. . ,

b. If this total is edjusted by subtracting the 360,000 metric tons of

 fuel oil bwmed by the Shanghal Flectric Power Company in the period when it coul:l
not get coal to £ire iys bollers, then industiial consumption of POL by

the sbove industrics was ebout 190,000 metric tons per year. Although the

dsta on which this table is based are fragmentery, they represent the

only availeble statistice found on actusl quantities of POL used by

industry in Chine and are the result of mony hours of careful combing

of Chinese-Englich langusge publications.

The results obtaired by using the second method are
close encugh to the data uncovered by research to establish the valldity
of a range of POL consumption requivements. If 2,435 plants consumed
approximately 20,000 metric tons per yeoar in China in the period before.
World Voar II, end if it is essumed thot the postvar sixfold increase in.
Plants kept POL consumption equipment at a constant ratlo, then Chincse
Communist industry requived approximately 120,000 metric tons in 1950. 57/

Thus, sccordinz to two different approaches, Chinese
industry in postvar China vas comsuming POL et & rate Yetween 120,000
and 190,000 metric tone pexr year. That tbey actually consumed more than
this is in specific years can be demonstrated, but it should be emphasized
that such consumption was only e temporory substitution of oll for coal
in industries that normally used cocal as their major fuel.

- 33 -
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In the sbsence of sny other information, Chinese
Communiet industriscl POL consumption might be tenmtatively set at betieen
100,000 and 200,000 metric tons pex year dependent upon the productivity
of their industry and the avallobility of oil eupplies., It ghould bhe
‘pointed out, however, that substentiel cutbacks beyond the lower limit
of 100,000 metric toms would he possible without doing serious demege
to Chinese Commnist industrisl output.

c. Domestic Heating, Cooking, and ldghting.

Although domestic consumption of POL vas set et
spproximately 650,000 metric tons per year in the prevar period in
Nationalist China, it is importent to realize that this category of
consumption cen be cut to practlcelly zero if necessary. In the post-
war pericd, hovever, supplies to domestic uses vere ample, although
fluctuating. If the balonce between vhat has been estimated to have
been consumed by the different categories in the years 1946-49 and the
total amounts of POL imperted is derived, the reasult may arbitrarily,
but legitimetely, be assigned to domestic heating, cooking, lighting,
and miscelleneous consunption.

A tentetive POL consumption schedule by consuming
groups in China for the postwar years is summarized in Table 18.

Table 16
Consumption of POL by Consuming Groups in China
‘ 194649
Metric Tons
Conruming Groups 1946 14T 3048 1549
Railroeds o/® 13,500 13,500 13,500 13,500
Moter Vehicles bf 190, 347 317,245 190,347 97,000
Aviation.c 98,500 98, 500 98, 500 98, 500
Shipping &/ 276,448 377,600 491,200 189,000 g/
Industry %/ 155,000 155,000 155,000 = 155,000
360,000 g/ 100,000 b/
Domestic Heating, Cooking,
and Lighting 108,675 601,620 279,885 147,000 &/
Fotal J/ 8i2, k70 1,922,765 1,320,432 700,000
#F Footootes to Teble 18 follow om p. 35.
- 34 -
S~E-C-R-E-F

Approved For Release 2007/10/23 : CIA-RDP79-01093A000200020019-5



Approved For Release 2007/10/23 : CIA-RDP79-01093A000200020019-5
S-E-C-R-E-T

Table 18

Consumption of POL .oy Comsuming Groirps in China
IGL0-4g .
{Contivuecd)

8. Frecise Grte On year-to-year Changes in railxoad Ltreffic are not
aveilable. Because of this lack, the over-all estimate for prevar and,
- postvar consurpition is carried over unchanged for each yecar in the period.
b. Fluctuatiome in motor vehicle consumption moy be explained by inadequate
supplies in 1949 and a swvitchover to substitute fuels. _

¢. The range of consumption requirements for civil and militery svietion
of 77,000 te¢ 102,000 metric tons of gasoline is averaged, and the resulting
98,500 metric tons held constant during thie pericd. It is beldeved to be
high for 1948 and 1949. ' _

d. A request is presently being processed in the field to determine
vhether interrational bunksrs ware included as imports in the Chinese oil
econcy. In the abzence of that information, it is essumed that they vere.
e. This figure of 189,000 metric tons is believed to be fairly sccurate,
beeouse the disruption of the Chinese eiwil var in 1949 may have cut the
nunber of operating oll-burning ships by as much as 82 percent.

f.  Indurtrial consumption of 155,000 metric tons is the average of the
range between 120,000 and 190,000 metric tons. .

g. This figure of 360,000 metric tone repreeents the amount of fuel oil
known to have been consumed by the Shanghei Electric Power Company in 1947.
h. Thls figure of 100,000 metric tong is agsumed, in the absence of ooy
otuer anta, to spmreximate Shonghod Electric Pewer Company re-
Quircments in 1945. The chonge-over from oil o coal wag gxadual. :

-d. In 1048 the pereentege of total imports represented by domestic consump

tion ves 21 percent. Applying this ratio to 1949 imports, the figure of
147,000 metric tons of POL for domestic heating and lighting comsumption

wvas derived.

J. Jmports for comsumptions 842,470 for 1946; 1,922,665 for 1947, 1,328,432
for 1948; ard 700,000 for 1549. These import figures (Tables 2 and 35 have -
been reduced by 5 percent to allow for losses in storage and handling.

They represent, therefore, the totel amount availsble to consumption.

C. Chivese Comminist POL Requivements.

25X1

| the Commmnists planned to 25X1
keop the consumplion of aviation gasoline at zero, because, in the begiming,
they hed no air foree or civil airlines. Ry 1952, however, this consumption
category is ephimated to heve requirved sbout 110,000 metric tons per yeer.
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Motor gesoline was to be cut down to 35 yercent of previous consumption
and kerosens to 20 percent. Vhile fuel oil wvas to be cut to 30 percent,
diesel oil was to be inereased to 125 percent. BSince the Chinese
gtatisticse used in this report have 1ncluded fuel oil and diesel oll as
one category, these percentege decreases are averoged, end the euubined
types of products are found to decrease to T7.5 percent. Labricating oll
sl gresse were to be cut to 75 percent of the pre-Commnist demand.

Applying these percentage reductions to the date summarized in

% ble 18 for the years 1948 and 1949, e range of probeble FOL requirements
for 1950 is derived. Thope results are set down in Table 13. The estimetes

Table 19
Estineted Chinese Communist Consumption of Petroleum Products
1950, 1952
Motzic Tons
Product 1950 1952
Avistion Gosoline o) 110,000
Motor Gesoline 35,000 to 62,000 200,000
Kerosene 35,000 to 84,000 200,000
Fuel and Dieesel Oils 217,000 to 483,000 300,000
Jubricating O1l and Grease 15,750 to 33,750 50,000
Total 301,750 to 662,750 860,000 &/

8. Of the total 860,000 metrie tons, as much as 500, 000
metric tons moy bhave been consumed in Manchurie and North
Korea and the balance in Forth and Centrol China.

for the amount being consumed in 1952 are based on the knowledge that
Cooymnist Chino is presently receiving sdgniticantly large quantities of
POL, tha%t in the 2 years following their victory the Chinese Communists
have succeeded in reconstructing various segments of their coonouy, and
that regiirements for petroleunm products for the Koresn war are relatively
large. The estimates include military requivements, beceuse, after I949,
it is virtually impossible to differentiate between the civiliav end the
militery demand in Communisgt Chins.’ ‘ .

fn the event of an all out var, amd the interdiction of petroleun
supplies from the USSR, however, Chinese Communist basic requirements of
petreleun products for the operation of thelr econcmy could fell
significantly below 300,000 metric tons per year. With the excéption of
lubricating oil and greasse, the Chinese Commmist econcmy is not sbsolutely

dependent upon supplies of oil pwroducts. :
. . |

S-E-C-R-E-T
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§-E-C-R-E-2
APPENDIX B

| METHODOLOGY

. The logle ﬁthisrepm-tmveefmmtheknmmtotheunknmm,mﬂ.

estimntes of varylng degrees of validity had to be employed guite oiten
in reaching the f£inal braskdowne of petroleum product consumption by
the different categories of consumers.

_ A% all times the extrapolations in this work have been kept relatively
siraightforwerd snd simple, and ell statistical methods unsophisticetad.
Detalled explanations of methodology are given in the text or in tho
foctnotes eppended as the Annex. Conversions of volume and quantity
‘have #ll been based upon commonly occepted couversion factors set fourth. -
by POL Conversion Factors end Capacity Tables for Flanning Purposes,

Armad Services Petroleum Boerd, Jenuary 1949. i

" - 38 .
. S«E-C-R~E~T
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